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The largest industries in Hong Kong are textiles
and clothing industries which constituted 43 percent of
total industrial employment and 41 percent of total
domestic exports in 1986. With the rise of the US trade
protectionism, the growth of these two industries is
sternly restricted. Manufacturers should find some ways
to cope with trade restraints or they are bound to
fail.
In this report, the focus is to study the
strategies being employed by textiles and clothing
manufacturers for coping with the US trade
restrictions. Leading figures in the industries are
invited to evaluate the strategies with reference to
two crucial issues: requirement of individual strategy
for various resources and scale of manufacturers.
Owing to the differences in resources requirement
and scales of firms., not every strategy can be used by
manufacturers. Thus the most important part of the
report is to assess the fitness of individual strategy
for different scales of manufacturers.
Recommendation will be made with respect to the
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Owing to a lack of a substantial domestic market,
Hong Kong depends heavily on her exports. She has been
successful for the past two decades with the Gross
Domestic Product (GDP) growing at about 7 percent per
year. Although Hong Kong is praised as one of the four
small dragons in Asia, the days ahead for her seem
clouded with the rise of protectionism in some western
major export markets.
In 1985, 62 percent of all domestic exports went
to the United States (US) and the European Economic
Community (EEC). US alone accounted for 44 percent of
Hong Kong's total domestic exports in which 44 percent
was textiles and clothing. Meanwhile, textiles and
.clothing industries, the largest industries in Hong
Kong, are the major sectors that have been subject to
restraints. That means 20 percent of Hong Kong's total
domestic exports, HK$ 10,547 million worth of garment
IDroducts. is being threatened by the protectionism of
21
us.
Undoubtedly, textiles and clothing industries are
the most important industries in Hong Kong. Together
they constituted about 42 percent of the total
industrial employment and produce around 44 percent by
value of total domestic exports. In 1985, total
domestic exports of textiles and clothing were valued
2
at HK$ 52,735 million.
Trade protectionism not only directly affects the
exports of textiles and clothing, it also indirectly
induces structural changes in these industries. For
instance, in response to changes in US's Country-of-
Origin rules, many knitwear manufacturers made heavy
investment in modern, computerized and automatic
machinery in 1985. Also many new and sophisticated
product lines were introduced, while many simple
product lines were either abandoned or shifted to some
less developed countries.
The dominating form of protectionism today is the
quota system under the Multi Fiber Agreement (MFA)
governing Hong Kong's textiles and clothing exports to
Austria, Canada, EEC, Finland, Norway, Sweden,
3
Switzerland and US. It was due to expire in 1986 but
1
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renewed for another term up to 1991. Another form of
restraint is US's Country-of-Origin rules demanding
detailed information of the entire manufacturing
process.
The most threatening restriction might be the
Jenkins Bill proposing substantial unilateral cutbacks
in the export potential of most third world suppliers
of textiles and clothing, while leaving EEC and Canada
unscathed. The Bill was passed by both the House of
Representatives and the Senate, but it was finally
vetoed by President Reagan. However, in the latest
election, the Democratic Party, in favor of trade
protectionism, came out to dominate both the House of
Representatives and the Senate. It is believed trade
protectionism will increase in magnitude in the coming
years.
To sum up, 20 percent of Hong Kong's total
domestic exports and 42 percent of Hong Kong's total
industrial employment are being jeopardized by the US
trade protectionism. Hong Kong should find a way out or
she would face an economic disaster.
Research objective
The primary concern of this research is to
investigate the impacts of the US trade protectionism
on Hong Kong textiles and clothing industries. The
strategies of Hong Kong manufacturers to cope with
those protective measures would then be summarized and
4
those protective measures would then be summarized and
evaluated by some representative figures in the
industries.
Objective Statement
A study of the strategies employed by Hong Kong
textiles clothing manufacturers for coping with the
US trade protectionism.
Scope of Study
1. Study the impact of the US trade protectionism on
the economy of Hong Kong.
2. Evaluate the fitness of existing strategies
adopted by various scales of manufacturers to cope
with the US trade protectionism.
3. Recommend some alternatives for coping with
protectionism and for future growth of the
industries.
Research Methodology
The principal data collection methodology is the
employment of 'Expert Opinion'. Although there are
thousands of trading firms and manufacturers in the
textiles and clothing industries, the majority of
export business is held in the hands of a few large
manufacturers and trading firms. Furthermore, there are
some associations of manufacturers representing the
interests of concern to all the members and there are
some prominent figures who are the leaders of the
5role and steer the m !or movements of the industry.
Secondary Data Collection
There is a rich supply of secondary data because
trade protectionism has been a hot topic for academics,
business practitioners and the government for a long
time.
The channels for secondary data collection
include
1. Literature review- articles, textbooks, etc.
2. Government Publications- statistics, policies, etc.
3. Mass Media- special projects on trade protectionism,
etc.
4. Chambers of Commerce and Industry Associations-
annual reports, special reports, etc.
5. Others
Primary Data Collection
Primary data is collected to provide ideas on the
feasibilities of strategies currently used by the
manufacturers to cope with protectionism. Perspective
on the forms and scope of the US trade protectionism as
well as the reactions of Hong Kong manufacturers are
also gathered during the primary data collection.
The principal method to collect pL lnidr y ua L.a A-
in-depth structured interviews with representatives in
industry and academic side. The list of interviewees
includes
61. Chairmen of associations of textiles and clothing
industries.
2. Top management of large manufacturing and trading




TEXTILES CLOTHING INDUSTRIES IN HONG KONG
Textiles and clothing industries are two closely
related industries, thus sometimes they are simply
referred as garment or apparel industry. For the sake
of simplicity, these 'terms would be used
alternatively.
Development of the Industries
Throughout the late nineteenth and early
twentieth centuries, the economy of Hong Kong was
solely entrepot-led. Textiles and clothing was one of
a few primitive light industries at that time. Until
late 1940s, two great impetus created favorable
conditions for the take-off of textiles and clothing
industries.
In 1948, for some economic reasons United
Kingdom (UK) devaluated its currency and adopted a
policy to trade primarily with Sterling-using countries
and colonies. It opened the UK market widely for Hong
Kong textiles and clothing products. In the following
8
year, 1949, the victory of communists in the China
Civil War led to the influx of many Shanghai
capitalists who brought along with them capital,
skilled labor, technical knowhow and experience.
Without hesitation, they began to set up some large
scale manufacturing plants in [long Kong. A majority of
them invested in textiles and clothing industries.
These Shanghai capitalists laid the strong foundation
for the rapid development of these industries.
Besides the assets injected from the Shanghaiese,
low labor cost put Hong Kong into a distinctively
competitive position in textiles and clothing
manufacture. The industries successfully rode on
expansion of international trade in 70s and now has
become the largest apparel exporter in the world.
Importance of the Industries
Table 1 tells clearly the overwhelming role
played by the textiles and clothing industries in the
economy of Hong Kong.
Since 60s, the textiles and clothing industries
have been growing rapidly. In 1984, there was one
garment factory in every five factories. The most
latest figures show that the two industries together
made up about 43 percent of total industrial employment
and produced 41 percent by value of total domestic
4
exports in 1986. Other important industries such as




ROLE OF CLOTHING INDUSTRY IN HONG KONG ECONOMY
of clothing exports% of total industrial








Note: The textiles industry is not included.
Source: Hong Kong Census Statistics Department
toys, consumer electronics, and watches are lagged far
behind in terms of the export value and employment. Any
adverse impact on the textiles and clothing industries
can shake the stability of Hong Kong economy as well as
the society.
Structure of the Industries
Textiles and clothing industries also inherit the
typical pattern of Hong Kong economy which is composed
of a few large firms and numerous small and medium
firms. Trading companies are actively involved in the
industries. They take up the selling functions, whilst
hP factories focus on manufacture.
In Hong Kong, the structure of the textiles and
clothing industries is two-fold. Large firms with long
history and firm foundation assume both manufacturing
and selling functions by themselves as they possess
10
adequate resources. For small and medium firms, they
are in a less advantageous position when compared to
large firms because of the lack of resources. But
trading firms can help export their products. This
results in two export channels as follows:
Larcle Firms Internal Export Export
Department
Small and ExportTrading Firms
Medium Firms
Strengths and Weaknesses of the Industries
In lack of natural resources, Hong Kong has not
much to rely on but human capital and flexibility. In
the textiles and clothing industries, labor work hard
and management think hard in order to strive for
survival. Past performance can prove how the industries
have successfully overcome a lot of difficulties with
sophisticated management, industrious labor and
extraordinary flexibility.
However, soaring wages gradually eliminates the
comparative advantage enjoyed by the textiles and
clothing industries in the past. Some manufacturers
have shifted their production to China and some other
developing countries in order to exploit low labor
cost there. Furthermore, some manufacturers are
attracted by the*Hong Kong property market and they
sell their plants for cash. In fact,, some pessimistic




THE US TRADE PROTECTIONISM
History of the US Trade Protectionism
Early in the 18th century, US had already begun
to protect its domestic industry by means of two
measures- tariffs and quotas.
As years passed by, tariffs took on a partisan
flavor in US. During this century, high tariffs enacted
by Republican Administrations have generally been
reduced when Democrats came to power. Finally, the
tariffs was halted as a partisan issue when President
Dwight D. Eisenhower asked for freer trade
legislation in 1955. Congress eventually authorized him
to reduce duties by 20 percent in negotiating with EEC.
Today, tariffs in US range from 1.1 percent on
imported soft wood to 130 percent for clocks and clocks
movements. Instead of being a means for the government
to collect revenues, they are enacted chiefly in
response to pressure from endangered industries.
Quotas were first introduced to US in the mid-
30s, but they had not attracted public's attention
12
until recent years, probably because the restriction of
imports of sugar and petroleum which are dearest to
American hearts. At the urging of America's sugar
producers, sugar quotas following the typical pattern
were imposed. While for the imports of oil, the quotas
were initiated by President Jimmy Carter in 1979 aiming
to reduce the country's dependence on foreign energy.
Since 1980, US has imposed quotas on steel,
textiles, apparel, and motorcycles has negotiated
steel import agreements with EEC and has negotiated
restrictions on Japanese imports, especially cars. The
sentiment of protectionism is becoming stronger when
the advocates deeply believe that quotas can protect
both infant and established industries from unfair
competition engendered by cheaper labor in other
countries, can provide more employment for Americans
and can help to reduce the country's trade deficits.
In counteracting trade protectionism and limiting
various trade restrictions, many countries had already
entered into many different multilateral trade
agreements. The representative one is the General
Agreement on Tariffs and Trade (GATT), which was signed
between US and 22 other nations in 1948. The most
significant aspect of GATT is the most-favored nation
principle, of which the most favored nations (all
those covered by GATT) are eligible to the best trade
terms received by any nation. Trade restrictions can
also be reduced by regional trade associations or
13
economic communities such as the European Economic
Community, the Latin American Free Trade Association,
the Asian Common Market, or the Caribbean Common
5
Market.
As the sentiment of protectionism in the world
trade is getting stronger, many different trade wars
and economic retaliations can be foreseen in the near
future.
Influential Factors Causing the Rise of
the US Trade Protectionism
Trade Deficits
At the end of 1985, US still experienced a
negative trade balance amounting to more than US$ 18
billion, compared with US$ 1.6 billion at the end of
6
1970_
The advocates of protectionism deeply believe
that quotas and other trade measures can help reduce
the country's trade deficits. Among the surge of
imports, the imports of textiles and clothing products
rose from less than US$ 200 million in 1960 to more
7
than US$ 22 billion in 1986. The textiles and
5
John T. Mentzen and David J. Schwartz. Marketing
Today. 4th ed. Harcourt Brace Jovanovich
Publishers, p.690-693.
6
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clothing industries in US thus put textile products as
the forefront of protectionist moves.
In fact, the textiles and clothing imports only
account for a negligible role in US's total trade
deficits when compared to the voluminous and
inestimable imports of Japanese automobiles and
electronic products to US. The fact that so many trade
measures are also aimed at the textile imports
indicates that protectionist sentiments are spilled
over all imported goods, be they Japanese cars or
clothing from Hong Kong. According to Mr. William
Kwok, Managing Director of D'Alby Fashions Ltd., US
intends to defuse trade tensions by all possible means
and not only emphasizes on a particular industry.
Survival of Domestic Industries
According to statistics quoted in the Economic
Report of the President, imports accounted for 4.5
percent of the US textile market in 1973, and by 1984
this proportion had risen to 6.1 percent. Over the same
period, the import penetration in the clothing sector
8
had risen- to 20.2 percent from 7.1 percent. With
such a good performance in market penetration in US,
the textile exporting countries, such as Hong Kong,
Taiwan and Korea, were blamed to impede the growth of




Manufacturers of these industries claimed that
they were under unfair competition when faced with
imports from countries which exploited cheap labors.
Having a powerful lobby, these industries thus called
for help from the government. They believe that quotas
or other trade measures can rescue the fading
industries.
High Unemployment Rate
From 1973 to 1984, the employment in the US
textiles and clothing industries had dropped from 2.45
million to 1.94 million. Today, it still accounts for
9
10 percent of the US manufacturing work force.
According to some advocates of protectionism, the high
unemployment rate in these two sectors is mainly caused
by the tremendous influx of textiles and clothing
imports. The cheaper imports grasped a lot of market
share from the local producers, causing the bankruptcy
of many garment factories.
Political Factors
Protectionism may be the vehicle employed by the
politicians in order to gain confidence and support
from the public.
Retaliation
The US government explains that their protective




penalizing those countries which are seen as not
opening up their markets to the US products, such as
Japan and Taiwan. The House of Representatives further
declared that most of the trade bills are not designed
as protectionism or retaliation but to create
incentives for others to abandon the protectionism
which many of them currently practised against American
products.
Protective Measures Against Hong Kong
The existing US protective measures against Hong
Kong garment sector consists both the tariff and non-
tariff barriers.
According to Mr. William Yau, Director of
Mechandising, Far East Operations, the Arrow Company,
tariffs on textiles and clothing products, when
compared with other kinds of imported goods to US, are
rather high but pretty acceptable. Moreover, Hong Kong
does not gain any privilege of paying lower tariff for
garment exports under the GATT.
For the non-tariff measures, export quota is the
most prevalent form of restriction covering a wide
range of textiles and clothing products. Besides,
textile products which are not restricted by quotas
have also been 'placed in the Export Authorization
Surveillance System (EA). Although the products in this
system are not restricted items but they are regarded
as sensitive by the US government. When imports of EA
17
items reach a certain level which the US government
considers harmful, there will be a request for
consultation in which Hong Kong is asked to limit
export of such items. When US intends to tighten the
control, they can simply turn the EA items into Quota
items.
Future Development of the US Trade Protectionism
In recent years, a variety of protective measures
have been proposed in US. The Majority of these
measures focus on cutting the growth rate and
broadening of restricted scope. These are no longer new
to Hong Kong. However, there is a new form of
protective measure emerged which will bring fatal
impact to Hong Kong textiles and clothing industry.
In US, some congressmen and senators are
considering to take over the control of quota
allocation. All quota are to be held in the hand of US.
Allocation of the quotas will be in the form of
auctions. US customs are responsible to control inflow
of apparels. It is very different from the current
system by which US just needs to assign a quota to a
country, which is then responsible to impose control on
its own exports to US.
This new system is detrimental to Hong Kong since
it ignores the past performances of exporting
countries. Hong Kong will lose its advantage in sharing
larger amount of quota. Furthermore, Hong Kong lacks
18
resources to compete with large countries like China,
South Korea and Taiwan in bidding for quota. China will
be the beneficiary of the quota auction system, whilst
Hong Kong will be the victim.
If the new system is adopted, Hong Kong will
suffer a fatal attack. According to the industry
experts, the new system sounds attractive, however, it
is unlikely to be accepted by US. They all believe that
owing to very complicated and heavy administration
burden in controlling imports, the implementation costs
may outweigh the revenues from quota auction. In
addition, it will arouse severe political confrontation
between US and developing countries which lacks
resources to bid for quotas.
According to the industry experts, export quota
will remain as the major form of protective measure by
US in the near future. Restrictions will be aimed at
controlling export growth and covering more categories.
19
CHAPTER IV
THE IMPACT OF US TRADE PROTECTIONISM
ON HONG KONG
In 1959, Hong Kong first agreed to exercise
export restraint on its textile products to UK. Since
then, a number of bilateral restraint agreements on
textile exports to various countries were settled.
Presently, the frameworK ror negoziat.uny LliC
bilateral agreements is provided by the 'Arrangement
Regarding International Trade in Textiles', more
commonly known as Multi-Fibre Arrangement (MFA). And
this arrangement is generally guided by the General
Areement on Tariffs and Trade (GATT).
The MFA III was established under a certain
principles. The most important points include: (i)
except provided in the MFA, importing countries are not
permitted to exercise unilateral power as a last
resort. (ii) any concession are to be mutually
accepted by both the importing as well as the exporting
countries. And (iii) in case of emergence of domestic
market disruption, safeguard measures are to be agreed
20
upon between exporting and importing countries.
Whereas quantifiable and equitable compensation to the
former are also needed to be agreed upon.
Nevertheless, MFA is still loosely and vaguely
worded so that bilateral agreements between trading
partners are needed. At present, Hong Kong has
bilateral agreements with most of her major trading
partners in the textiles and clothing industries. And
exports is restrained mainly by export quota.
Entering into the 80s, the restrictions on Hong
Kong textiles and clothing exports, especially from US,
is becoming more severe. The major events, which
reflected the strong sentiment of the US trade
protectionism in these few years, are summarized in the
following table.
TABLE 2





HK/US Textile Agreement (82-87)MAR 1982 (reached)
Country-Of-Origin RegulationsAPR 1985 (effected)
Jenkins BillDEC 1985 (vetoed)
HK/US Textile Agreement (86-91)JUN 1986 (concluded
The rest of this chapter will be dedicated to
point out the impacts of these events toward our
textiles and clothing industries.
21
The HK/U5 Textile Agreement (82-87)
In March 1982, the HK/US Textile Agreement (82-
87) had been reached. The agreement was implemented
with retrospective effect from January 1, 1982 for a
period of six years.
According to this agreement, exports of 24
categories of textile products were subject to specific
quantitative restraints and the growth rates for the
restraint limits were allowed as small as 0.5 percent
to 1.5 percent per annum within this six years period.
These were well below the 6 percent standard growth
provided for in the MFA.
TABLE 3
DEVELOPMENT OF QUOTA AND EA SYSTEMS
FROM 1982 to 1987








Source: Hong Kong Trade Review. Hong Kong Trade
Development Council. 1981-5.
From the above table, it is clear that,
physically, quota of Hong Kong's textiles and clothing
exports to US has been increasing over time,
however, the growth rate of quota was restricted to
below 2 percent per annum.
22
Export Authorization Surveillance System (EA)
Export Authorization Surveillance System, in
fact, is part of the HK/US Textile Agreement (82-87).
Besides the 24 categories which were under quantitative
restraints, the exports of all other categories were
placed under this EA system. In 1982, all these exports
constituted one-third of Hong Kong textile exports to
US.
Although the EA system is only a monitoring
system, it was agreed that new restrictions can be
initiated when the volume of exports increased
10
rapidly. It enables the US authority to introduce new
restrictions on those de-restrained items. In fact,
this agreement is also a constraint to the textiles and
clothing industries.
Country-of-Origin Regulations
In 1984, the US government unilaterally decided
to assume the authority to determine the origin of
textile imports, which had a profound consequence on
Hong Kong's ability to export. The Country-of-Origin
Regulations stated that a textile or textile product
would be considered to have undergone a substantial
transformation if it had been transformed by means of
substantial manufacturing or processing operations into
10




a new and different article of commerce. These
regulations were published on August 3, 1984 and were
brought into effect on April 4. 1985.
The origin requirements threatened one-seventh of
12
all exports of MIl\ products to US. The local
knitwear industry which drew heavily on partly
completed garments from China, was seriously affected.
However, the degree of impacts on the manufacturers
were different. It all depended on the sales and volume
of export to US and which sector of the knitting the
13
manufacturer was engaged in.
Jenkins Bill
In 1985, the Georgia Congressman Ed Jenkins put
forward his Textile and Apparel Trade Enforcement Act
which soon became universally known as the Jenkins
Bill. The Bill, if enacted, would have reduced Hong
Kong's textile exports of cotton, wool and man-made
fiber to US by about 13 percent and other fiber
14
textile exhorts byossibly as much as 70 percent.
Eventually it was vetoed by the US President on
December 17, 1985. A vote by the US House of
Representatives on August 6, 1986 failed by a narrow
11
Hong Kong 1984. Government Information Services,
p.10.
12




Hong Kong 1987. Government Information services,
p.64.
24
margin to override President Reagan's veto. The
closeness of the veto further demonstrated the strong
protectionist sentiment within the US Congress.
HK/US Textile Agreement (86-91)
In February 1986, US requested Hong Kong to
hold bilateral discussions concerning Hong Kong's
textile exports to US, despite the fact that the
existing agreement was not due to expire until the end
of 1987. A new HK/US Textiles Agreement was concluded
on June 30, 1986 after three rounds of negotiations.
The new agreement, which modifies and extends the
1982-87 bilateral agreement, covers a period of six
years with retroactive effect from January 1, 1986.
The main features of the agreement are the
extension of coverage to silk blends and other
vegetable fibers and the introduction of a group
structure within individual group limits. The agreement
further tightens restraints on Hong Kong's export of
15
textile products to US.
Recently, there are still a lot of trade bills,
proposed by the proponents of protectionism, waiting
for the approvals of the Congress and the President.
Among these trade measures that could be taken by the
US authorities, there are a few which would worry Hong






STRATEGIES EMPLOYED BY MANUFACTURERS FOR
COPING WITH PROTECTIONISM
Early 60s marked the beginning of trade
restrictions on Hong Kong's textiles and clothing
industries. Since then Hong Kong manufacturers have
been trying hard to overcome the impacts brought by
various restrictions which are mainly in forms of
quota. By broadening the coverage and tightening the
growth rate, Quota System has become an effective
restrictive measure. Hong Kong manufacturers have spent
most of their energy to get around the Quota System.
Whenever there is any new restraint either in coverage
or in growth rate, Hong Kong manufacturers are able to
respond quickly to cope with changes.
According to industry experts, there are eight
strategies being. used by Hong Kong manufacturers to
cope with trade restrictions. These strategies or
response patterns can be divided into three distinct
groups in regard to the'stages of development of Quota
System.
26
First Stage: Aware Quota, Look Around
The Quota System on Hong Kong textiles and
clothing exports was first introduced in 1963 by UK,
then followed by US, West Germany, Italy, France,
Belgium and some other Western countries. It started
with only item-by-item restrictions so that there was
still much room to grow. This primitive Quota System
allowed Hong Kong manufacturers to look around and
expand on many other products and markets apart from
the restricted items.
In this stage, the coping strategies were mainly:
Product Diversificatior.
Sixties was actually a take-off period for Hong
Kong's textiles and clothing industries. Explained by
the International Product Life Cycle theory
(Wells,1968), Hong Kong substituted Japan to be the
largest exporting country in low-end garment market.
Quota control, in fact, speeded up the diversification
process. The most significant change in the industry
was the broadening of the scope from textiles to
garment sectors. Right now, the clothing industry is
the largest single sector in the Hong Kong economy.
Market Diversification
The unique background of Hong Kong enhanced her
close connections with the Western world. The rapid
economic development of.US and EEC after World War II
had created a very lucrative market for the rest of the
27
world. The close tie with UK and other Western
countries enabled Hong Kong to export easily to these
countries. Quota System again did not suffocate but
facilitated the market diversification process.
Second Stage: Avoid Quota, Find Niche
In 70s, US and EEC had started enforcing overall
category restrictions with which there was a quota
assigned for each category as a whole. The sum of
exports of individual items within the same category
could not exceed the limit for that category. The
coverage extended from textiles to clothing, from
cotton to wool F man-made fiber and synthetic fibers.
Eighty percent of textiles and clothing exports fell
into these restricted categories.
In light of rapidly increasing restrictions, Hong
Kong manufacturers tried to escape from quota control
and find niche to grow. The representing strategies in
this stage were:
Shift of Production Facilities to Places
with Freer Access to the US Market
The reason for shifting production facilities is
to escape from quota control on Hong Kong. There are
some places which are free from quota restraints such
as Caribbean area and EEC. Hong Kong manufacturers
rushed to set up operations and fought to become the
largest domestic manufacturers in these areas before
they were included into the quota control list by US.
28
It is because the allocation of quota share is based
on past performance, if US starts to set quota for
these places, the best performer can secure its leading
position.
Thus Peninsula Knitting Ltd, Hong Kong's biggest
knitwear manufacturer, has opened up a plant at
Peterlee in northern England, and Fang Brothers
Knitting Ltd has set up a pilot project subsidiary in
Ireland, not only to evade US restrictions but as a
safety value in case of future trading problems in
16
Hong Kong.
Modernization, Automation and Computerization
of Production of Production Facilities
Facing of shortage of labor supply, soaring
wages, stiff competition from neighbouring countries,
and new US rules of origin, leading manufacturers
responded by investing in the latest computer-
controlled machinery. It, not only, saves manpower and
time, but also, increases efficiency and improves
quality. Firms using the new computer-aided machines
are reported that labor cost has fallen by about 25
17
percent.
In order to stick with US rules of origin in
1984, the industry has bought 900-1000 automatic
16
Textile Asia, February 1986, p.119.
17
Textile Asia, June 1986, p.97.
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knitting machines at HK$ 350,000 each on average. As a
result, Hong Kong is now probably one of the world's
most up-to-date knitting centers, and its products are
18
as good as, if not better than, those of US.
R D in New Materials or Fabrics
Before 1986, MFA covered only cotton, man-made
fibers and wool. In search of continuous growth,
manufacturers turned to non-MFA materials such as
leather, silk, ramie and linen. Clothing exports of
these materials grew rapidly by 19 percent and
accounted for a significant share of 23 percent of the
19
total in 1985.
As manufacturers expected the restrictions on
exports to US to be extended to articles of ramie and
silk, they had already actively developed some new
fabrics which were out of restricted scope and might
provide the niches for future growth.
Third Stage: All Quota, Live With
Stepping into 80s, Quota System has been extended
to cover nearly all the materials. `In 1986, both the
HK/US bilateral agreement and MFA IV were reached to
bring-vegetable fibers, silk and vegetable fiber blends
under the scope of quota control which were previously
18
Textile Asia. February 1986, p.118-119.
19
Hong Kong Trade Review 1985. Trade Development
Council, p.77.
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unrestrained categories and which enjoyed high growths
in the last two years. As a result, almost all of Hong
Kong's textiles and clothing exports to US are now
under restraint.
In fact, tightening of restrictions is not beyond
the expectation of manufacturers. There are fewer and
fewer ways to get around quota control as US officials
can react quickly to close the niches. Many
manufacturers have realized that they have to accept
the quota on all the products and try their best to
live with it.
This type of psychological response signifies the
coping strategies in this stage.
Trading-up With Respect to Design
When all the products are under quota control,
the logical choice open to the industry is to trade-
up with better design. Improved workmanship or better
fabrication are also crucial to trade-up but they are
self-limiting for their reliance on the emergence of
new manufacturing technology and new raw materials.
Getting the right design and riding on top of fashion
will bring Hong Kong higher unit prices, and thus




han Sui Kai. Hong Kong Garment Industry in the
80s: Future Trends and Prevailing Problems.
Special Issue of the Federation of Hong Kong
Garment Manufacturers, 1980.
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In the past few years, Hong Kong garments have
been able to rid themselves of low quality image. The
Unit Value Index of clothing climbed up from 121 to 146
and 148 in 1983, 1984 and 1985 which was higher than
the average increase of Unit Value Index of all
21
domestic merchandise exports.
Branding of the Products
A successful brand name will mean perpetual trust
among consumers, a possibility to create demand and a
chance to lead the fashion world. More important is the
ability to raise the price so as to gain the highest
marginal profits on the restricted amount of exports.
A shortcut to produce branded products is to
cooperate with an established overseas brand or working
with top overseas designers. This will either take the
form of buying their designs or licensing their
products for manufacture. Garments may then be marketed
under their labels in the quality garment markets of
Europe and US.
However, the more ambitious strategy is to build
up manufacturers' own brand names. One must prepare to
risk years of investment in terms of both effect and
money to establish and promote a brand name. Since the
early 80s individual garment makers have already
started to promote their own brand names in EEC and US
21
Hong Kong Review of Overseas Trade in 1985. Hong
Kong Census and Statistics Department.
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and attained excellent results. There are about 40
manufacturers in Hong Kong capable of establishing
their own brand names in overseas markets. Of these,
ten have already been putting an effort in branding
22
their products.
Export of Production Servicing Such As
Knowhow, Marketing Techniques
and Sales Financing
Apart from exporting its products, the industry
enlarges its activities from production to production
servicing which means to adopt service industries
techniques and export garment making knowhow, garment
marketing techniques and garment sales financing.
Hong Kong manufacturers have built up a reputable
image among foreign buyers. Acting as agents for
foreign buyers, Hong Kong manufacturers place orders on
other developing countries and pay for them directly by
opening letters of credit. These manufacturers then
sell the goods to foreign buyers offering credit terms,
charging higher prices to secure a profit.
Furthermore, a garment maker may cooperate with
industrialists in developing countries. They can take
up a turnkey project for developing countries and
provide technological knowhow, training and design.
While labor will be employed locally. Marketing of the
22
Henry Y. Y. Fang, Managing Director of Peninsula
Knitters Ltd. Interview, April 1987.
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products will be handled by the Hong Kong maker, who
with his international reputation and sales network
will be able to obtain more orders at better prices.
This strategy makes use of the Hong Kong garment
industry's expertise in international garment trade and
serve as a middleman between buyers and sellers.
Although the emergence of these eight strategies
are related to the development of Quota System. It does
not mean that the strategies adopted in early stages
are already outdated at this time. In addition, these
strategies are not necessarily fit for all sorts of
garment manufacturers in Hong Kong. They will be
evaluated by the industry experts to check their




EVALUATION OF STRATEGIES FOR COPING
WITH PROTECTIONISM
In response to trade restrictions, the textiles
and clothing manufacturers have mainly adopted eight
different strategies of which some are marketing-
oriented and some are production-oriented. However,
owing to the difference in resource requirements,
individual strategy is not necessarily fit for all
scales of manufacturers.
In this chapter, the strategies for coping with
protectionism are being evaluated by the industry
experts who are the leading manufacturers and the top
management of renowned garment firms in Hong Kong.
Although only five experts were chosen to answer the
questionnaire, they can surely represent the general
opinions of the industry. Two crucial- factors, Resource
Requirements and Scale of Manufacturers, are singled
out for evaluation. These two factors together can show
the fitness of different strategies to different scales
of manufacturers.
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Resources, the fuel for every business
activities, are categorized into capital, technology,
management knowhow, and skilled labor with regard to
the characteristics of the textiles and clothing
industries. These four elements together form the most
important production conditions for the industry.
Herein, capital means money and machinery technology
denotes production technology management knowhow
stands for management expertise in various aspects
such as design, marketing, products, production process
and materials and skilled labor refers to the
requirement of highly skilled production workers.
Scales of manufacturers, representing the
capability to supply fuel, are divided into large,
medium and small size. Generally, large manufacturers
are defined as those who employ over 500 workers
medium manufacturers hire around 50-500 workers and
small have less than 50.
Findings
Experts were asked to give a rate from 1 to 10 to
show the degree of requirement of each strategy for
various resources with 1 meaning the lowest requirement
and 10 the highest. Findings are presented in Table 4.
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TABLE 4
DEGREE OF REQUIREMENT FOR VARIOUS RESOURCES
WITH RESPECT TO EACH STRATEGY
Strategies Capital Technolociv Management Skilled
Knowhow Labor
7 .7E1 6.00 5.25 6.25
2 6.25 3.75 8.00 3.50
3 9.25 8.506.00 3.75





Note: The above figures are the mean ratings of all
responses.
Strategies (1) to (8) are:
1. Product Diversification
2. Market Diversification
3. Access to the US Market
4. Modernization, Automation, and Computerization of
Production Facilities
5. Research and Development in New Materials or Fabrics
6. Trading-up with Respect to Design
7. Branding of the Products
8. Export of Production Servicing such as Knowhow,
Sales Financing and Marketing techniques
6
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In Table 5, experts gave a rate from 1 to 10 to
show the degree of feasibility of each strategy for
various scales of manufacturers with 1 meaning the
least feasible and 10 the most.
TABLE 5











Note: The above figures are the mean ratings of all
responses.
Discussions
Discussions on the findings are separated into
three sections. Degree of requirement of different
strategies on individual resource is taken into
consideration first. It can give an idea on the
comparison of various strategies with regard to
resource requirements. Second section of discussion
concentrates on the feasibility of strategies (1) to
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(8) to three different scales of manufacturers. It can
help identify which strategies are better to which
scale of manufacturers. Last section is devoted to
discuss in-depth the ratings of individual each
strategy and the reasons behind.
Section One










1 2 3 4 5 6 7 8
Strategy
Among the eight strategies, strategy (3), shift
of production facilities, and strategy (7), branding of
products, have the strongest demand on capital such as
money, machinery, etc. Setting up a new plant or
building up a renowned brand name in overseas markets
requires tremendous capital investments. In other
words, these two alternatives are relatively more
costly. The least expensive choice is trading-up by
better design. In this strategy, money involvement is
not as crucial as good designers.
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2. Technology
725 6.706.0o 15.75Degree 5.505.25
4.50of
3.75Requirement
1 2 3 4 5 6 7 8
Strategy
On the whole, the degree of requirement of the
strategies for technology are lower than for capital.
The basic reason may be that textiles and clothing
industries are labor-intensive. Not much advanced
technology is needed. The one asking heavily for
technology is strategy (4), modernization, automation,
and computerization of production facilities. Strategy
(4), in fact, pushes the industry to change from a
labor-intensive style to a capital-intensive one in
which technology plays a much more important role in
production. The most marketing-oriented strategy (2),
market diversification, gets the lowest rating for it
has not much to do with production technology.
3. Management Knowhow





1 2 3 4 5 6 7 8
Stratec v
Relatively, management knowhow is the most
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important resource for all eight strategies so it
receives higher ratings than other resources. It is
because all strategies must be implemented by
experienced and well-qualified managers who should be
keen on marketing, production, design, and
communication, etc. The one demands most vigorously for
management knowhow is strategy (6), trading-up with
respect to design. Good designers and managers are
actually the keys to deal with up-market. In strategy
(5), R D, managers are less valuable than researchers
in technical researches so that it gets the lowest
ratings. But managers may still help in deciding the










1 2 3 4 5 6 7 8
Strategy
Skilled labor is a less important resource for
various strategies as it has more to do with production
but less with marketing and international investment.
Strategy (6), trading-up by better design, emphasizes a
lot on design and craftsmanship, so that it is no
wonder why it strongly demands for management knowhow
as well as skilled labor. As strategy (2), market
iversification. is very marketing-oriented, it is
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reasonable that it receives the lowest rating on
requirement for skilled labor
Section Two
Feasibility of Each Strategy for








A very clear pattern is found in the above chart
All eight strategies are highly feasible for large
manufacturers and less for small manufacturers. But one
should not jump to conclude that large manufacturers
can use all strategies and small manufacturers should
not use any. Owing to their richness in various
resources, large manufacturers are definitely capable
of doing a lot of things. However, it does not mean
that they can do it efficiently and effectively
For large manufacturers, the most feasible
strategy is (7), branding of the products. Strategy (3)
and (4), shift of production facilities and

























modernization, automation, and computerization of
production facilities, also rank highly in degree of
feasibility. These three strategies ask for a large
amount of resources especially the capital investment.
Large manufacturers can take advantage of their
strengths in resource availability to adopt these three
strategies. Relatively, the less feasible strategy for
large manufacturers is strategy (6), trading-up. It
depends more on good designers and not so much on
capital. Large firms are not necessarily more
advantageous than other scales of manufacturers in this
aspect. In addition, large manufacturers concern more
on mass production and they are less flexible to
produce small amount of highly fashionable designer
products.
For medium firms, the most feasible strategies
are (5) and (6), R D and trading-up. Medium firms
possess reasonable amount of resources and high
flexibility that enable them to develop new materials
and cooperate closely with famous designers in
manufacturing high quality products. In fact, trading-
up with respect to design is regarded by experts as
more suitable for medium firms than large manufacturers
because of their high flexibility. Although possessing
reasonable amount of resources, medium firms are still
incapable to invest in large projects such as shift of
production facilities which is ranked the least
feasible for medium size manufacturers.
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For small manufacturers, no one strategy receives
rating 5 or above. It indicates that small firms are in
a very disadvantageous position. They are not able to
do much on coping with restrictions. However, it does
not mean that small manufacturers can do nothing. In
fact, they should concentrate on trading-up strategy.
For top-quality designer products, orders are usually
very small and designs change rapidly. Small
manufacturers can fully utilize their strengths of low
overheads and high flexibility. Strategy (5), shift of
production facilities, rated 1.25, is a very
unfeasible strategy for small manufacturers for its
requirement of large investment. Small firms have no
way to afford this 'Big Spender' strategy.
Section Three
In-depth Discussion on Individual
Strateav (Table 4 and 5)
1. Product Diversification
Product diversification is not a costly strategy
for its relatively low degree of requirement for
various resources. The dominating resource in this
strategy is managemant knowhow. A diversified product
portfolio should be managed by experienced and well-
qualified managers who can identify product
opportunities and coordinate production. Then it comes
to skilled labor who must be familiar to produce
different products. Frequent changes of production and
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products are inevitable in product diversification.
Skilled labor are expected to get acquainted with as
many products as possible. Capital and technology,
ranked the lowest, are also indispensable for
diversification. Production of a variety of products
must be financed by adequate capital and supported by
different production technology.
Large firms is occupying a more favorable
position to make use of product diversification. They
can have different divisions specializing in certain
product categories. However, they are too large to
respond quickly to market changes. Small and medium
firms can override large firms by their high
flexibility. They are freer to attack niche markets or
use guerrilla tactics. For instance, they are able to
switch production and products quickly to manufacture a
variety of hot categories or highly fashionable
products for their low fixed costs and overheads.
Furthermore, large number of trading firms in
Hong Kong take up sales function for manufacturers in
the industry. They are used to cooperating closely with
small and medium firms by their knowledge and relations
with other markets. They are responsible for sales and
marketing of diversified products, whilst small and
medium firms concentrate on manufacturing.
2. Market Diversification
Market diversification is largely a marketing job
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so that technology and skilled labor are less useful
than management knowhow and capital. International-
minded and ambitious managers must be employed to
explore new markets. They help understand and
communicate with different markets. In addition,
entering into a new market needs a large amount of
money for relationship building and marketing.
Large firms are capable to cater for different
needs of various markets which may have different
specifications in products and import procedures. In
addition, market diversification enables large firms to
gain economies of scale. Again, trading firms may help
small and medium firms compete by taking up the sales
and marketing jobs. Although lacking of capital and
marketing people, small and medium firms can rely on
trading firms and focus their resources on production.
3. Shift of Production Facilities
Shift of production facilities is an expensive
strategy requiring very much capital, sophisticated
management and reasonable level of technology. Setting
up a plant in other countries takes millions of dollars
of investment. Meanwhile, they must aggressively expand
to become the largest domestic manufacturers since
allocation of quota is based on past performance. In
order to produce as efficiently as in Hong Kong,
management teams are sent to supervise overseas plants.
r,AX7 one hand. should be very familiar with all
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management and production activities. On the other
hand, they must have cross-cultural minds and adequate
language abilities. These kinds of managers are
constantly in shortage. In new investment, technology
adopted is usually higher than the previous ones. More
up-to-date technology is employed in production.
Furthermore, these new plants work mainly on
standardized products for the sake of economies of
scale, thus high labor skills are not necessary.
This is a big game which only large firms can
afford to play. For small firms, it is absolutely out
of their abilities. However, there is a niche for
medium firms. They are surely unable to invest in
remote overseas countries but they can 'Watch North'-
China. China is eager in bringing up her textiles and
clothing industries to earn hard currency. By their
industry expertise, medium firms may form a joint-
venture or a 100 percent owned subsidiary in China in
where they can enjoy low labor cost and get access to
China's own quota.
4. Modernization, Automation and Computerization
Same as shift of production facilities, strategy
of modernization, automation and computerization is a
capital-intensive investment. It asks for large
monetary investment in modern facilities which
significantly upgrades the technology level. Managers
should be able to manage more computer-aided activities
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like CAD/CAM (computer-aided design/ computer-aided
manufacturing). Skilled labor are relatively less
important because of automated production process.
Small firms are again driven out from this game
for their poverty in resources. Large firms are no
doubt the major players. They are able to afford this
investment for their richness in resources, ability to
spread the cost onto a large amount of products, and
significant save of high labor costs. For medium firms,
they are regarded as capable to use this strategy but
to a lesser extent as they possess a reasonable amount
of resources. But they must choose carefully which
facilities to modernize, automate and computerize.
5. R D in New Materials or Fabrics
This strategy requires lower level of resources
since most of the jobs are done in laboratories. Firms
just need to finance the R D Department to create new
materials which are out of the restricted categories.
As it is a long term process and has no immediate
returns, capital investment is expensive. In case of
new materials had been found, suitable technology
should be used to produce. For instance, materials with
sensitive reaction to heat should be treated under
strict temperature control. While researchers take up
direction to research which will have commercial value.
In this strategy, skilled labor cannot help much.
scientific works, sophisticated managers should give
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Owing to its low level of requirement for
resources, medium firms stand on equal ground with
large firms. They both are capable to finance R D.
For small firms, it is a long term investment which
contradicts to their strengths in flexibility and low
overhead costs.
6. Trading-up with Respect to Design
The emphasis of this strategy lays on design and
craftsmanship, but not on mass production, so that
capital and technology play a less important role. The
key to trade up rests on the availability of good
designers and managers capable to handle high-end
market. It is not easy to train up a good designer.
Good ones need various exposures to different markets
and should be sensitive to world fashion trend.
Brilliant ideas of designers must be carried out by
highly skilled labor. Their delicate skills can help
realize the ideas of designers.
It is the first time experts ranked medium firms
higher than large firms in feasibility of trading-up.
In addition to good designers and skilled labor,
flexibility is also important in manufacturing
fashionable products, thus this enables medium firms to
have an edge over large firms. Small firms are also
able to use trading-up strategy by producing solely for
certain top designers collections. They can just follow
the designer's ideas and act as designer's exclusive
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manufacturers.
7. Branding of the Products
As one of the top three most capital-intensive
strategy, branding of the products depends heavily on
capital since it requires a very handsome amount of
expenses in marketing. Advertising or setting up retail
outlets are prerequisites for building up a brand name.
Both of these activities are less often done by
manufacturers. They must employ some compatible
marketing men in promoting their brand names.
Technology and skilled labor contribute less to this
marketing-oriented strategy.
Since it is a large investment alternative, large
firms can definitely win over small and medium firms.
In Hong Kong, there are only about 40 out of ten
thousand firms which are qualified to adopt this
ambitious strategy.
8. Export of Production Servicing
It is an extension of industry definition from
manufacturing to servicing. When manufacturers have
accumulated adequate. industry expertise in
manufacturing and marketing, they can help other less
developed countries by providing services ranging from
entire turnkey project to just buying and selling. In
providing these services, capital,technology and
management knowhow are indispensable resources.
Large firms are much more qualified to export
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these kinds of services. Small firms again can only
stand aside and watch. The medium firms are in a
marginal situation. However, they can serve China by
their expertise in production and marketing. When
turnkey projects or sales financing are needed, only
large firms are eligible to serve.
To sum up the findings, large firms should adopt
strategy (3), shift of production facilities, strategy
(4), modernization, automation and computerization,
strategy (7), branding of products, and strategy (8),
export of production servicing. All these strategies
have strong demand for various resources that only
large firms can afford. Medium firms should spend more
effort on strategy (6), trading-up with respect to
design, for its access to reasonable resources and
flexibility. For small firms, they cannot do much but
to cooperate with trading firms which then serve as
coordinators by receiving orders from buyers and




With a record of US$ 169.8 billion trade deficit
in 1986, the US government would lean more toward
23
trade protectionism. Hong Kong should prepare to
encounter more stringent protective measures in the
near future.
From the evaluation of strategies, it is
concluded that large firms should (1) shift production
facilities, (2) modernize, automate and computerize
production facilities, (3) brand their products and (4)
export of production servicing. Medium firms are
recommended to focus on trading-up strategy. Small
firms should cooperate with trading firms.
In fact, Hong Kong has been encountering trade
restrictions for more than two decades. Almost all
feasible strategies have already been explored and
adopted by manufacturers.However, as time goes by, some
new opportunities will emerge, whilst others will
Reagan Plea to Ditch Trade Law. Soutri china23
Morning Post, 27 April 1987, p.1.
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vanish
A majority of Hong Kong manufacturers used to
cater US and EEC markets because of their market sizes
and high purchase power. However, these countries have
attained a mature economic development. Markets in
these Western countries would grow in a slower pace.
With the gradual shift of world economic center to
Pacific regions, some Asian countries are experiencing
rapid economic growth and thus, the purchase power of
the people will then increase tremendously.
Asian countries will play a more significant role
in international trade. The most representative
countries are Japan and China. Hong Kong manufacturers
should divert their attention from US and EEC to Japan
and China.
Japan has become the second largest economic
power in the world, but her domestic market is still
relatively unexplored by foreign countries. In face of
the stringent pressure from US and some EEC countries,
Japan has agreed to open her domestic market to the
world.
In Japan, living standard is much higher than
that in Hong Kong, and thus, the prices of goods and
wages are more expensive too. Hong Kong can enter into
Japan with low price strategy. It does not mean Hong
Kong textiles and clothing manufacturers should produce
low-end products. On the contrary, Hong Kong should
manufacture high quality products but sell them on
53
lower prices. Reasons are that middle and high-end
markets in Japan have larger potential than low-end
market because of the richness of the Japanese. They
are more conscious on quality than on price.
Furthermore, Hong Kong is no longer competitive in low-
end market for its soaring wages. But, when compared
with Japan, Hong Kong still enjoys lower labor cost so
that Hong Kong manufacturers can sell their products at
lower prices.
The most effective form of entry is joint-
venture. Japan is famous for its complicated
hierarchical distribution channels. Foreigners are
usually kept outside. With joint-venture, Hong Kong
manufacturers can concentrate on production while the
Japanese counterparts are responsible for domestic
sales.
Besides Japan, a potential market for Hong Kong
is China which possesses the largest population in the
world. However, China is poor and less-developed. She
is not an attractive market at the mean time, but she
has the potential to develop into a lucrative one in
the future. Hong Kong manufacturers should start to
enter the market and build up close relationship with
China from now on.
Hong Kong textiles and clothing firms should
penetrate into the low-end market and manufacture in
China. When the living standard of the Chinese
increases, they can afford to buy more apparels.
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However, for the time being, most of the Chinese are
too poor to buy imported apparels. Hong Kong
manufacturers must produce in China so as to minimize
the prices by utilizing low labor cost there. Another
consideration is the repatriation of profits. In face
of severe lack of hard currency in China, Hong Kong
manufacturers can use the receipts of local currency to
buy textile materials like cotton, wool and silk in
China.
Apart from Japan and China, some Asian-Pacific
countries should not be ignored. Singapore, Malaysia
and Indonesia also have potential domestic markets.
Hong Kong manufacturers can produce in these countries
and sell to the respective domestic markets.
All in all, there are not many alternatives left
for Hong Kong textiles and clothing manufacturers.
Instead of taking only US and EEC as their export
markets, they should start to consider some





The largest manufacturing sectors in Hong Kong
are still the textiles and clothing industries. Some
people said the industries have approached its sunset
stage. In face of trade protectionism, the industry
will gradually fade out. Nevertheless it is a bit
pessimistic. There will always be a demand for textiles
and clothing in the international market. Based on the
comparative advantage principle, advanced countries
would be better to invest their resources on high
technology and heavy industries, whilst developing and
less developed countries should focus on labor-
intensive and light industries. With lower labor costs,
the later countries should specialize in industries
like textiles and clothing.
Hong Kong has been doing extremely well in
textiles and clothing industries which has become a
steady force for the entire economy of Hong Kong. She
should try to preserve this traditional industry
instead of giving it up.
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Trade protectionism threatens the textiles and
clothing industries mainly by restricting its growth of
exports with quota control. The focus is on the agreed
growth rate and the coverage of restrictions. The major
impact of protectionism on Hong Kong is the limitation
of the growth of the industry. However, trade
protectionism actually protects Hong Kong's textiles
and clothing industry from strong competition of
neighbouring countries.
The quota system, controlling the export growth,
is unfavored to the late entrants of the industries and
protects the benefits of early entrants because the
quota is allocated according to past performance. Old
establishments with good sales record are guaranteed to
take a better share of total quota every year.Hong Kong
has started early and performed well so that under the
quota system, she always receives more quotas than her
rivals, South Korea and Taiwan. If without quota
system, Hong Kong is vulnerable to open competition for
its relatively high labor cost and poverty in
resources. Trade protectionism in fact releases Hong
Kong from the threats of competition with the
neighbouring countries.
The central problem for the textiles and clothing
manufacturers now lies on how to earn more profits on
the fixed export quota. They must accept the existence
of restraints and learn to cope with it. A number of
strategies have been studied. From the opinions of the
57
industry experts, large firms are in a better position
while small and medium firms can cooperate with trading
firms for survival.
Large firms are recommended to adopt four
different strategies: 1) shift of production
facilities, 2) modernization, automation, and
computerization, 3) branding of the products, and 4)
export of production servicing. Medium firms are
suggested to rely on trading-up of the products. The
small manufacturers should cooperate with the trading
firms which can complement their respective lack in
resources.
Besides these strategies, all scales of
manufacturers should start to consider some potential
neighbouring countries such as Japan, China and some
rapid growing Asian-Pacific countries as their export
markets. They will become lucrative markets in the near
future.
In conclusion, textiles and clothing industries
in Hong Kong should anticipate stiff competition and
stringent protectionism in future. However,
manufacturers are believed to be able to overcome all
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